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any nominee to receive at least 20 per-
cent of the eligible vote, the Bank shall
continue the election process for that
directorship under the following proce-
dures:

(1) The Bank’s board of directors,
after again consulting with the Bank’s
Advisory Council, shall nominate at
least as many individuals as there are
independent directorships to be filled.
It may nominate individuals who failed
to be elected in the initial vote. The
Bank thereafter shall deliver to FHFA
a copy of the independent director ap-
plication form executed by each nomi-
nee.

(2) The Bank then shall follow the
provisions in this section that are ap-
plicable to the election process for
independent directors, except for the
following:

(i) The Bank shall not place the name
of any nominee on a ballot without
prior approval of FHFA; and

(ii) The Bank may adopt a closing
date that is earlier than 30 calendar
days after delivery of the ballots to the
eligible voting members, provided the
Bank determines that an earlier clos-
ing date provides a reasonable amount
of time to vote the ballots.

[73 FR 55715, Sept. 26, 2008, as amended at 74
FR 51462, Oct. 7, 2009]

§1261.8 [Reserved]

§1261.9 Actions affecting director elec-
tions.

(a) Banks. Each Bank, acting through
its board of directors, may conduct an
annual assessment of the skills and ex-
perience possessed by the members of
its board of directors as a whole and
may determine whether the capabili-
ties of the board would be enhanced
through the addition of individuals
with particular skills and experience.
If the board of directors determines
that the Bank could benefit by the ad-
dition to the board of directors of indi-
viduals with particular qualifications,
such as auditing and accounting, de-
rivatives, financial management, orga-
nizational management, project devel-
opment, risk management practices, or
the law , it may identify those quali-
fications and so inform the members as
part of its announcement of elections
pursuant to §1261.6(a).

§1261.10

(b) Support for nomination or election.
(1) A Bank director, officer, attorney,
employee, or agent, acting in his or her
personal capacity, may support the
nomination or election of any indi-
vidual for a member directorship, pro-
vided that no such individual shall pur-
port to represent the views of the Bank
or its board of directors in doing so.

(2) A Bank director, officer, attorney,
employee or agent and the board of di-
rectors and Advisory Council (includ-
ing members of the Council) of a Bank
may support the candidacy of any indi-
vidual nominated by the board of direc-
tors for election to an independent di-
rectorship.

(c) Prohibition. Except as provided in
paragraphs (a) and (b) of this section,
no director, officer, attorney, em-
ployee, or agent of a Bank shall:

(1) Communicate in any manner that
a director, officer, attorney, employee,
or agent of a Bank, directly or indi-
rectly, supports or opposes the nomina-
tion or election of a particular indi-
vidual for a directorship; or

(2) Take any other action to influ-
ence the voting with respect to any
particular individual.

[78 FR 55715, Sept. 26, 2008, as amended at 74
FR 51463, Oct. 7, 2009]

[78 FR 55715, Sept. 26, 2008, as amended at 74
FR 51463, Oct. 7, 2009]

§1261.10 Independent director conflict
of interests.

(a) Employment interests. During any
independent director’s term of service,
such director shall not serve as an offi-
cer, employee, or director of any mem-
ber of the Bank on whose board the in-
dividual sits, or of any recipient of ad-
vances from such Bank, and shall not
serve as an officer of any Bank. An
independent director or nominee for
any independent directorship shall dis-
close all such interests to the Bank on
whose board of directors the individual
serves or which is considering the indi-
vidual for nomination to its board of
directors.

(b) Holding companies. Service as an
officer, employee, or director of a hold-
ing company that controls one or more
members of, or one or more recipients
of advances from, the Bank on whose
board an independent director serves is
not deemed to be service as an officer,
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§1261.11

employee or director of a member or
recipient of advances if the assets of all
such members or all such recipients of
advances constitute less than 35 per-
cent of the assets of the holding com-
pany, on a consolidated basis.

(c) Attribution. For purposes of deter-
mining compliance with this section, a
Bank shall attribute to the inde-
pendent director any officer position,
employee position, or directorship of
the director’s spouse.

[73 FR 55715, Sept. 26, 2008, as amended at 74
FR 51463, Oct. 7, 2009]

§1261.11 Conflict-of-interests
for Bank directors.

(a) Adoption of conflict-of-interests pol-
icy. BEach Bank shall adopt a written
conflict-of-interests policy that applies
to all members of its board of direc-
tors. At a minimum, the conflict-of-in-
terests policy of each Bank shall:

(1) Require the directors to admin-
ister the affairs of the Bank fairly and
impartially and without discrimina-
tion in favor of or against any member;

(2) Require independent directors to
comply with §1261.10(a);

(3) Prohibit the use of a director’s of-
ficial position for personal gain;

(4) Require directors to disclose ac-
tual or apparent conflicts of interests
and establish procedures for addressing
such conflicts;

(5) Require the establishment of in-
ternal controls to ensure that conflict-
of-interests reports are made and filed
and that conflict-of-interests issues are
disclosed and resolved; and

(6) Establish procedures to monitor
compliance with the conflict-of-inter-
ests policy.

(b) Disclosure and recusal. A director
shall disclose to the Bank’s board of di-
rectors any financial interests he or
she has, as well as any financial inter-
ests known to the director of any im-
mediate family member or business as-
sociate of the director, in any matter
to be considered by the Bank’s board of
directors and in any other business
matter or proposed business matter in-
volving the Bank and any other person
or entity. A director shall disclose
fully the nature of his or her interests
in the matter and shall provide to the
Bank’s board of directors any informa-
tion requested to aid in its comnsider-

policy
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ation of the director’s interest. A direc-
tor shall refrain from considering or
voting on any issue in which the direc-
tor, any immediate family member, or
any business associate has any finan-
cial interest.

(¢c) Confidential Information. Directors
shall not disclose or use confidential
information they receive solely by rea-
son of their position with the Bank to
obtain any benefit for themselves or
for any other individual or entity.

(d) Gifts. No Bank director shall ac-
cept, and each Bank director shall dis-
courage the director’s immediate fam-
ily members from accepting, any gift
that the director believes or has reason
to believe is given with the intent to
influence the director’s actions as a
member of the Bank’s board of direc-
tors, or where acceptance of such gift
would have the appearance of intending
to influence the director’s actions as a
member of the board. Any insubstan-
tial gift would not be expected to trig-
ger this prohibition.

(e) Compensation. Directors shall not
accept compensation for services per-
formed for the Bank from any source
other than the Bank for which the
services are performed.

(f) Definitions. For purposes of this
section:

(1) Immediate family member means
parent, sibling, spouse, child, or de-
pendent, or any relative sharing the
same residence as the director.

(2) Financial interest means a direct or
indirect financial interest in any activ-
ity, transaction, property, or relation-
ship that involves receiving or pro-
viding something of monetary value,
and includes, but is not limited to any
right, contractual or otherwise, to the
payment of money, whether contingent
or fixed. It does not include a deposit
or savings account maintained with a
member, nor does it include a loan or
extension of credit obtained from a
member in the normal course of busi-
ness on terms that are available gen-
erally to the public.

(3) Business associate means any indi-
vidual or entity with whom a director
has a business relationship, including,
but not limited to:

(i) Any corporation or organization
of which the director is an officer or
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